
OZ-Z8-0Z 0&:41P1 Frat-S.IDLER BERLIN SHEREFF FRIEDMAN ZOZ424764& Hi7 P.OZ F-m

'-
DOCKET FILE COpy ORiGINAL '.-

February 22, 2002

SWIDLER BERLIN SHEREFF FRIEDMAN, LLP
L c.. 1) 0 t...~~ TlU WASHINcrro" HA!lBOvJ.

J U '-' 3000 KS1lI£ET. NW. sum: )00

'D~ - -, I WASHlNC'TON, DC 20007,5116 RECEIVED Nl\>Y_om....
... T!l9HONE (202)424-7500 no. 0In""'1klIUlvo:

••• f....x(202) 424·7645 MAR 082002 4Or:r..~';.A=
~.S'MOlA'QI.CO" (212) 97)-0111 'oX (212. 191·9""

flLiERAL aMIlJNICA110NS ..." PI
DI'PICE Of '!ME__

VIA COURIER

Ms. Magalie Roman Salas, Secretary
Federal Communications Commission
P.O. Box 358115
Pinsburgb. PA 15251-5145

.. " '...\..'T~
~ .. -::. ;~.'-.-
,v .

Re: Application ofMcLeodUSA Incorporated for Authority to Transfer Indirect Control of
Authorized U.S. International Carriers

Dear Ms. Salas:
,

On behalfof McLeodUSA Incorporated, please find an original and six (6) copies of an
application for Commission approval to transfer indirect control of the international Section 214
authorizations held by McLeodUSA Incorporated's operating companies. COncllITCDt with this
application, Mc:LeodUSA Inc:orporated is also filing an application for Commission approval of
the transfer of control of the blanket domestic Section 214 authorilY.-held by McLeodUSA
Incorporated's operating subsidiaries.

Enclosed, please find a check in the amount of $815.00 to eover the Commission's filing
fee. Please date-stamp the enclosed extra copy of this filing and return it in the envelope
provided. Please direct any questions regarding this filing to the undersigned.

Respectfully submined,

.::::=:. -. Z-
Richard M. Rindler
Edward S. Quill, Jr.

Counsel for Applicants
Enc:losure
cc; David R. Conn (McLeodUSA)

Grace R. Chiu lSBSF)
3975171

------------------------
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Before tbe
FEDERAL COMMUNICATIONS COMMISSION

WashiDl:tOD, D.C. 20554

)
In the Maner of )

)
McLEODUSAINCORPORATED )

)
Application for Authority Pursuant io )
Secllon 214 ofthe Communications Act of 1934, )
As Amended, to Transfer Indirect ContrOl )
of Authorized U.S. International )
Carriers )

)

APPLICATION

I. INTRODUCTION

Filc No.ITC-TlC.2001- _

McLeodUSA Incorporated ("'Parent"), b) and through undersigned couns.:l and pursuant

to Section 214 ofthe Communications Act of 1934, as amended, 47 U.S.C. § 214 (1982) (the

"Act"), and Section 63.18 ofthe Commission's Rules, 47 C.F,R. § 63.18 (2000), hereby requests

authority for the indirect transfer of control of McLeodUSA Telecommunications Services. Inc.

('"McLeodUSA"), CapRock Telecommunications Corp. C"CapRock") and IWL Communications,

Inc. d/b/a CapRock Services Corp. ('"IWL," with McLeodUSA and CapRock., the "McLeoc!USA

Operating Companies"), with respect to their international section 214 authurizations, to five

affiliated funds: Forsanann Little & Co. Equity Partnership·Va, L.P. eEquity-VII"), ForstrnllJU1

Little & Co. Subordinated Debt and Equity Management Buyout Partnership-VllI, L,P. ('"MBO-

VIII"), forstmllJU1 Little & Co. Equity Partnership-V, L.P. ('"Equity-V"), Forstmann Lmle & Co.

Subordinated Debt and Equity Management Buyout Parmership-VI, L.P. ("MBO-V!"), and

Forstroann Linle & Co. Subordinated Debt and Equity Management Buyout Partnership-Vn,
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L.P. (-MBO-VII")(coliectively "Forsunann Linle," together with Parent and the McLeodUSA

Operating Companies, ·'Applicantsn
).

A. Summary of the Indirect TraDsfer OfCoDtrol

The McLeodUSA Operanni Companies are all indirect subsidiaries ofParent. As

described more fully below. Parent filed a pre-negotiated plan ofreorganization (the

"Reorganization Plan" Or "Plan") in its chapter 11 bankruptcy proc~ing as a key step in,

positioning Parent for the fUture through a restructuring of its c3pital strucrure.1 As a result of

the consummation ofthe Plan, Forsnnann Little will acquire an approximate ownership interest

of 57 percent in Parent and therefore. indirectly. in the Mc1.eodUSA Operating Compimies.

B. Request for Expedited CODsideration

Applicants respectfUlly request expedited consideration of this Application in order for

the McLeodUSA Operating Companies to realize certain financial benefits that are essential to

their respective continued operations. Because Applicants need to consumJDate the transaction

described herein on or about April S, 2002, Applicants request that the Commission approve this

Application on an expedited basis to allow Applicants to complete thl!: proposed tranSaction as

soon as possible.

C. ApplicatioD Eligible for StreamUDed ProcessiDg

Applicants respectfully submit that this Application is eligible for streamlined processing

pursuant to Section 63.12 ofthe Commission's Rules, 47 C.F.R. § 63.12. FOrslmann Linle is not

a foreign carrier or affiliated with a foreign carrier, as defined Section 63.09 of the

The Reorganization Plan is supported by Parent's Board of Directors, its senior secured
lendds. Equity-V, MBO-VI, MBO-VII, the ad hoc comminee of holders of Parent's unsecured
notes, and cenain of Parent's preferred sharc:holders.

2
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Commission's Rules, 47 C.F.R. § 63.09, and none of the other scenarios outlined m Section

63.12(c) ofthe Commission's Rules, 47 C.F.R. § 63.12, apply.~

In suppan ofthis Application, Applicants provide the following information:

II. THE PARIIES

A. McLeodUSA IDcorporated - Transferor

McL.eodUSA Incorporated ('"Parent") is a publicly traded Delaware corporation whose
.'

principal place of business is located at McLeodUSA Technology Park, 6400 C Street. SW,

Cedar Rapids, Iowa 52406-3177. McLeodUSA, CapRock and IWL are all wholly-owned

indirect subsidiaries ofParent.

B. Forstmanu LinIe - Trausferees

The parmerships of Forsnnann Linle are members of a family of affiliated private

invesunmt fimds with prinopal address of 767 Fifth Avenue, New York, NY 10153. As noted

above, Forsnnann Uttle. for purposes of this Application is defined to include five affiliatcd

funds: forsunann Little & Co. Equity Pannership-Vll, LP. ("Equity-VII"). Forsanann Little Il.

Co. Subordinated Debt and Equity Management Buyout Pannership-VllI, L.P. ("'MBO-Vlll"),

Forsanann Little & Co. Equity Partnership-V, L.P. ("'Equity-V"), Forsunann Linle & Co.

Subordinated Debt and Equity Management Buyout Partnership-VI, LP. ("MBo.vr'), and

Forsanann Lmle & Co. Subordinatcd Debt and Equity Management Buyout Parmership-Vn. L.P.

("MBO·VIf')(collectively "Forsanann Little").

, Forsunann Little has enteTed into a transaction whereby it and Telefonos de Mexico
("'TeIMe,,") may each aequire lIII interest of more than 2S percent in XO Communications, Inc.

. (..XO Communications"). ApplicllIlts understand that TelMex is a dominant Mexican carrier.
To the extent that that transaction is consummated and XO Communications is treated as a
dominllIlt carrier under the Commi~~ion's rules, the McLeodUSA Operating Compmies will not
resell XO Communications' ~ervices on any route over which XO Communications is deemed
dominllIlt without seeking additional Commission approval.

3
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C. Mc:LeodUSA, CapRoc:k and lWL - Uc:ensees

McLeodUSA is an Iowa corporation that provides integrated communications services,

inc:luding international sezvices, primanly in 25 MIdweSt, Southwest, Nonhwcst and Rocky

Mountain states. McLeodUSA's pnncipal place of business is located at McLeodUSA

Technology Park, 6400 C Street, SW, Cedar Rapids. Iowa 52406-3177. CapRock is a Texas

corporation with principal offices located at 15601 Dallas Parkway, Suite 700, Addison. Texas
.'

75001. IWL is a Texas corporation whose principal offices are located at 12000 Aerospace

Avenue, Suite 200, Houston. Texas 77034. All of the McLeodUSA Operating Companies are

authorized to provide international communications services pursuant to Section 214 aumont)"

granted by the Conunission.

111. DESCRlfilON OF THE TRANSACTION

As stated above, Parent has formulated a Reorganization Plan to reStrUCture its capital

strUcture. The Plan involves, among other things, an increase in the equity ownership held by

Forstmann Linle. as set fonh below.

The Reorganization Plan proposes, upon consummation. that Fomrnann Little: will own

approximatelY 57 per cent of the reorganized Parent's common stock. Forstmann Little and their

affiliates have long been recognized as a preeminent acquirer and owner of businesses. Over its

23-year history. the firm has Invested almost $12 billion in the 29 acquisitions and investments it

has made. Forstmann Little and their affiliates focus exclusively on acquiring high quality, high

growlh companies, investing substantial amounts of its own capital to provide for significant

ongoing expansion.

The Reorganization Plan contemplates that Equity-V, MBO-VI and MBO-vn will

convert their existing Series 0 and Senes E Preferred Stock into common stock, representing

4



02-28-02 05:42P1 Frar-SWIDLER BERLIN SHEREFF FRIEDMAN 2024247645 T-93T P.OT/3! F-415

approximately 35 per cent of the reorganized Parent's common stOCk. and that Equity-Vll and

MBD-VIlI will purchase for approximately S175 million approximately 23 per cent of the

reorganized Parent's common stock and 5-year warrants to purchase an additional 6 per cent of

common stock for S30 million. Upon the consummation of these transactions, Forsnnann Little

will own approximately 57 per cent of Parent's Common Stock. Applicants therefore seek

approval ofthc: indirect transfer of control of the McLeodUSA Operating Companies to

Forsnnann Little.3 Attached hereto as Exhibit A is an illustrative chart depicting the corporate

Structure ofParent and the McLeodUSA Operating Companies prior to and immediately

following consummation of the Reorganization Plan.

Applicants emphasize that the indirect transfer ofcontrol described herein will not

involve a change in the names under which the McLeodUSA Operating Companies respectively

operate nor any change in the manner in which the McLeodUSA Operating Companies currently

offer international service. Immediately following the recapitalization. the McLc:odUSA

Operating Companies will continue: to offer the services they currently offer with no change in

the rates or terms and conditions of service. The McLeodUSA Operating Companies, moreover.

will continue to be led by the same team ofexperienced telecommunications management. The

indirect transfer of control of the McLeodU5A Operating Companies to Forsunann Linle

therefore will be seamless and transparent to the McLeodU5A Operating Companies'

international services customers, in terms of the services they receive.

3 As stated above, the transactions descnbed herein are subject to confirmation of the
Reorganization Plan by the Bankruptcy COL!Il.

5
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Appro"al ofme indirect tranSfer ofcontrol described herein will s~e me public interest

in promoting competition among telecommunications carriers. Sp~lfically. me indirect transfer

of control of the McLeodUSA Operating Companies that will result from Fommann Little's

increased equity ownership ofParent (reSUlting from its new investment and conversion of

preferred stock) will proVide the Mc].eodUSA Operating Companies with the opportunity to

strengthen their respective competitive position through access to the improved capital struCture

of their ultimate parent. In addition, the improved financial position of Parent mat will result

from this increase in funding will enable Parent to implement its long-term growth plans and to

significantly enhance the operational flexibility and efficiency. as well as the respective long-

term financial viability ofthe McLeodUSA Operating Companies. These enhancements will

inure directly to the benefit of the McLeodUSA Operating Companies' customers. The proposed

transaction will therefore ensure the provision of innovative. high quality telecommWlications

services to the: public and should promote competition in the intemationaltelecommunications

service market.

V. INFORMATION REQUlREP BY SECTION 63.18

(a) Name. address and telephone number:

Transferor: McLeodUSA Incorporated
McLeodUSA Technology Park
6400 C Street, SW
Cedar Rapids. Iowa 52406-3177
Tel: (319)790-6823

6
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T!lI!1sfr=es: Forstmann Linle & Co. Equity Pannership-Vll. LoP. ("'Equity­
VIT')

Forsunann Linle & Co. Subordinated Debt and Equity
Management Buyout Pannership-VllI. L.P. ("MBO·vnI")

Forstmann Linle & Co. Equity PannCTShip-V, L.P. ("Equity-V")
Forstmann Little & Co. Subordinated Debt and Equity

Management Buyout Parmership-Vl, L.P. ("MBO-VI")
Forsunann Linle & Co. Subordmated Debt and Equity

Management Buyout Parmerslup-V11, L.P. ("MBO-VII")
767 Fifth Avenue
New York, NY 10153
Tel:' (212) 355·5656

Licensees: Mc:LeodUSA Telecommunications Services. Inc.
McLeodUSA Technology Park
6400 C Street, SW
Cedar Rapids, Iowa 52406-3177
Tel: (319) 790-6823

CapRocli: Telecommunications Corp.
15601 Dallas Parkway
Suite 700
AddiSOn, Texas 75001

IWi Commumc:ations, Inc. d/b/a CapRock Services Corp.
12000 Aerospace Avenue
Suite 200
Houston. Texas 77034.

(b) Transferor Parent is organized under the laws ofthe State ofDelaware.

Transferee: Equity-VII, MBO-vm. Equity-V, MBO.VI, and MBO-Vll are
eac:h orianized under the laws of the State of Delaware.

Licensee: McLeodUSA is organized under the laws of the State onawa.
CapRock and IWL are each organized under the laws of the State
of Texas.

7



OZ-Z8-0Z 05:(SPI Frar-SWIOLER BERLIN SHEiEFF FRIE~ Z024241845 N37 P.1D135 F-m

(c) Correspondence concerning this Application should be sent to;

Richard M. Rindler
Edward S. Quill, Jr.
SWldler Berlm ShereffFriedman, UP
3000 K Street, N.W., Suite 300
WaslungtOn, D.C. 20007
Tel: (202) 424-7500
Fax: (202) 424-7645

(d) Transferor: Parenfhas not previously receh·ed authority under Section 214 of
the Act.

Transferee: Equity-Vll. MBO-VIIl Equity-V. MBO-VI, and MBO-VII have
DOt themselves preViously received authority under Section 214 of
the Act.

Licensee: McLeodUSA and CapRoclc hold global authomy to provide
international switched services on a resold basis pursuant to
Section 214 authority issued by the Commission in File Nos. ITC­
93-311 and lTC-95-237 issued on October 27,1993 and May 24.
1995 respectively. IWl Communications is authorized to resell
international public switched services and to operate as a
nondominam global facilities-based and resale carner pursuant to
Section 214 authority granted by the Commission in File No. lTC­
94-208 on April 20, 1994.

(e)(3) By this Application, Applicants seek authority to tranSfer indirect control of the:
McLeodUSA Operating Companies, all nondominant common carriers holding
international Section 214 authority. to Forstmann Linle.

(f) Not applicable. However, concurrently with the filing of this Application,
Applicants are filing a domestic Section 214 application for appro"al of the same
indirect transfer of control of the McLeodUSA Operating Companies to
Forstmann Little.

(g) Not applicable.

8
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(h) Information concerning the ten percent (10%) or greater shareholders of
Applicants is as follows:

The following entity owns 100% of McLeodUSA Telecommunications
Servic:es,1Dc:.:

Name:
Address:

Ciu2enship:
Percentage Owned:
Principal Business:

Mc:LeodUSA Holdings, Inc:.
McLeodUSA Technology Park
6400 C Street, SW
Cedar Rapids, Iowa 52406-3177
USA
100%
Teleconununications

The following enlltyowns 100% of CapRoc:k Telec:ommunitlnions Corp. and
IWL Communications, Inc.:

Name:
Address:

Citi2enship:
Percentage Owned:
Principal BUSiness:

CapRoc:k Communications Corp.
15601 Dallas Parkway
Suite 700
AddiiOll, Texas 75001
USA
100%
Telecommunications

The following entity owns 100% of Mc:LeodUSA Holdings, IDc:. and CapRock
Communicadons Corp.:

Name:
Address:

Citizenship:
Percentage Owned:
Principal Business:

McLeodUSA Incorporated
McLeodUSA Technology Park
6400 C Street, SW
Cedar Rapids, Iowa 52406-3177
USA
100%
Teleconununications

9
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After completion of the ttansaction. three entities will hold a ten percent (10%) or
greater ownership interest in McLeodUSA Incorporated. Information
concerning those three eIllities and their ownership StTllclUl'es is as follows:

1) Name:

Address:

Citizenship:
Percentage Owned:
Principal Business:

Foritmaun Unle & Co. Equiry Panuersbip-V, L.P.
("Equiry-V")

767 Fifth Avenue
New York, NY. 10153
USA
11%
Investment

The sole general partner ofEquiry-V is as follows:

Name:
Address:

Citizenship:
Principal Business:

FLC XXX PBnnersbip. L.P.l"FLC XXX")
767 Fifth Avenue
New York. NY, 10153
USA
Investment

The general partners of FLC XXX are as follows:

2}

Names:

Address:

Citizenship:
Principal Business:

Name:

Address:

Citizenship:
Percentage Owned:
Principal Business:

Theodore J. ForstmaDD, Slludra J. Horbach, Thomas H.
Lister and Winston W. Hutchins

767 Fifth Avenue
New York. NY, 10153
USA
Individuals

Forstmauo Little & Co. Subordinated Debt and Equiry
Manaaemeot Buyout Panuership-VlI, L.P.
("MBO-VII")

767 Fifth A"enuc:
New York, NY, 10153
USA
17%
Invc:stment

The sole general partner ofMBO-Vll is as follollls:

Name:
Address:

Citizenslup:
Principal Business:

FLC XXXlU PanDership, L.P. (~FLC XXXIII")
767 Fifth Avenue
New York, NY, 10153
USA
Investment

10
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The general panners ofFLC XXXIII are as follows:

Names: Tbeodore J. FontmaDD, SaDdra J. Horbacb, Thomas H.
Lister-, WiDSlOD W. HutcbiDS, Jamie C. NicboUs
and GordoD A. Holmes

Address: 767 Fifth Avenue
New York, NY. 10153

Ciuzenship: All ofthe above individuals are citizens of the USA. except
Gordon A. Holmes who is a citizen of the Republic
of~land_

Principal Business: Individuals

3) Name:

Address:

Citizenship:
Percentage Owned:
Principal Business:

ForstmaDD Linle & Co. Equity Partnersbip-VII, L.P.
("Equity-VII")

767. Fifth Avenue
New York. NY, 10153
USA
14%
Investment

The sale general parmer ofEquity-VII is as follows:

Name:
Address:

Ciuzenship:
Principal Business:

FLC XXXII putllersbip, L.P. ("FLC XXXII")
767 Fifth Avenue
New York, NY. 10153
USA
Investment

The general parmers ofFLC XXXU are as follows:

Names: Tbeodore J. ForstmaDD, SaDdra J. Horbacb, Tbomas H.
Lister, WiDnoD W. HutcbiDs, Jamie C. Nicbolls
and GOr-dOD A. Holmes

Address: 767 Fifth Avenue
New York, NY, 10153

Citizenship: All ofthc above individuals are citizens of the USA, except
Gordon A. Holmes who is a citizen of the Republic
oflreland.

Principal Business: Individuals

No other peISon or entity will hold it len percent (10%) or greater direct or
indirect ownership into:resl in the McLeodUSA Operating Compatues after the
consummation of the transaction.

11
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Forsonann Lmle currently has no interlocking directorates ~ith a foreign carrier.

(i) Forsonann Linle certifies that it is not a foreign camer and that it IS not eurrently
affiliated with any foreign carrier.

(J) Forsonann Linle certifies that it does not seek to provide international
telecommunications services to any destination country where:

(1) Forsonann Linle is a foreign carrier in that country; or
(2) Forsonann Linle controls a foreign carrier in that country; or
(3) An)' entitY that owns more than 2S percent ofForstmann Linle, or that

controls Forstmann Linle, controls a foreign camer in that country.
(4) Two or more foreign camers (or panies that comrol foreign carriers) oWn.

in the agl,'tegate more than 2S percent ofForsonann Linle and are panies
to, or the beneficiaries of, a contraerual relation affecting the provision or
marketing or international basic telecommunications services in the United
States.

(k) Not applicable.

(1) Not applicable.

(m) Not applicable.

(n) Forstmann Linle certifies that it has not agreed to accept special concessions, as
defined in Section 63.l4(b) of the Commission's Rules, directly or indirectly,
from any foreign carrier with respect to any U.S. international route where the
foreign carrier possesses market power on the foreign end of the route, and will
not enter into such agreements in the future.

(0) EqUity-VII. MBD-Vm, Equity-V, MBO-VI, and MBD-VII each cerrifies for
itself and Parent cerrifies for itself and the McLeodUSA Oper4ting Companies,
pursuant to Sections 1.200I through 1.2003 of the Commission's Rules
(Implementing the Anti-Drug Abuse Act of 1988,21 U.S.C. § 3301), that it is not
subject to a denial of Federal benefits pursuant to Section 5301 of the Anti-Drug
Abuse Act of 1988.

(p) Applicants request streamlined processing of this Application pursuant to Section
63.l2(a)-(b) of the Commission's Rules. This Application qualifies for
streamlined processing because, as set forth above, forsonann Linle has no
affiliation with a foreign carner, has no affiliation with a dominant U.S. carrier
whose international switched or private line services Forsonann Linle seeks
authority to resell, and does not seek authority to provide switched basic services
over private lines to a coL1lttry for which the Commission has not previously
authorized the provision of such services.

12
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For the reasons stated herein. Applicants respectfully submit that the pUblic inrerest.

convenience and necessity would be funhered by grant ofws Application for consent ofindirect

transfer of control ofthe McLeodUSA Operating Companies to Forsnnann Linle.

Respectfully SUbmitted.

By:
Richard M. Rindler
Edward S. Quill, Jr.
SWIDUR BEJWN SHEREFF FlUEDMAN, LlP
3000 K Street, N.W., Suite 300
Washington, DC 20007
Tel: (202) 424·7742
Fax: (202) 424-7645

Counsel for Applicants

Dated: February 22, 2002

13
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Exhibit A.
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EXHIBIT A
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CERTlFICATlON

On bcb&1f of Forstl'llllllll Linle 8< Co., I hereby c<nify that the sraremcms in rhe foregoing
Application fot Seaion 214 authoritY are aut, catqllete, IJId correct to the best of my know1rclge and arc

made in good faith.

Forstmann Linlt &; Co. Equity Partnership-Vn, L.P.

By: FLC~Pa=ers~~'I" ~rs general parmer

By: ~/~7C 'Ii..,""'-,
Name: Wins~on.W. Hu~ehins

It general putner

FOrStmaDD Little &; Co. Subordinated Debt and Equity
Manll2emenr Buyour J'armersbip-VllJ, L.P.

By' FLCp~~]Z'.L~P., its generalp=

By: ~I..., ;(_""---,-l..,
•

Namc: liins~on Ii. Ilu~chins

lL gena-al PllJ'lIlCl

Forsnnann Little 8< Co. EquitY Partnership-V, LP.

By: FLC XXX fmnerslup, L.P., its &CIleral parmer

By: 4>'.;,1~ S/-.~ L:...
Name: Wl.ns~on W. Hu~chins

a gc:nClltlp~

Forsunann Linle &. Co. Subordlnated Debt and Equity
Malllliement Buyout Partnership-VI, L.P.
By: fLC xx;IX Pa=hip, L.P., irs general pilItllCl

. , . -r I- I L.
By' I~) ,...e,-'.. •· ~-r; '-
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